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TRANSFERS OF PROPERTY BETWEEN SPOUSES 
By Melville Pierce, B.A., LL.B. 


THE BASIC RULE OF TAXATION UNDER 
the Canadian income tax law is that every 
person is chargeable to tax upon his in- 
come. The rule applies to a husband and 
wife no less than to unmarried persons. 
But the common interest of married per- 
sons in their combined income coupled 
with the rule of individual liability to 
tax may lead to a certain amount of tax 
avoidance.' To prevent this, certain 
exceptions from the basic rule have been 
enacted. One of these is set out in ITA 
s. 21(1), which is as follows: 

Where a person has, on or after August 

1, 1917, transferred property, either di- 
rectly or indirectly, by means of a trust or 
by any other means whatsoever, to his 
spouse, or to a person who has since be- 
come his spouse, the income for a taxation 
year from the property or from property 
substituted therefor shall be deemed to be 
income of the transferor and not of the 
transferee. 

Like most enactments designed to pre- 
vent tax avoidance this leaves a number 
of uncertainties in its wake. Does it, for 
example, cease to operate on the divorce 
of the parties or, for the matter of that, 
even on the death of the transferee? 


1 This problem is met in different ways in 
different countries. In Great Britain a hus- 
band is chargeable on the separate income 
of his wife unless they are living apart. 
In the U.S.A., following a recent amend- 
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(The answer is probably no in the for- 
mer case, yes in the latter). It seems 
clear enough that mere separation of the 
spouses will not end its operation, and 
since the section is couched in manda- 
tory language the assessor has no discre- 
tion in the matter (though admittedly no 
one is likely to protest his omission to 
apply it). 

Again, what constitutes a “‘substitu- 
tion” of property within the meaning of 
the section? If a man transfers shares in 
company A to his wife, who replaces 
them first with shares in company B and 
then these with shares in company C, is 
the latter property substituted for the 
first as well as for the second lot of 
shares? The intent of the section may 
seem clear enough, but the words must 
support the intent, as Courts can only 
infer intent from the language used. 


Next, what meaning have the words 
“transfer” and “property”, and what is 
“income from property” in s. 21(1)? 

The precursor of the present section 
was IWTA s. 32(2), which read: 


Where a husband transfers property to 
his wife, or vice versa, the husband or the 


ment, a husband and wife may divide their 
combined income equally between them for 
tax purposes and presumably adjustment is 
made in the rates. 
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wife, as the case may be, shall nevertheless 
be liable to be taxed on the income derived 
from such property or from property sub- 
stituted therefor as if such transfer had not 
been made. 


This provision was considered in Con- 
nell v. MNR [1946] C.T.C. 303, where 
Connell, pursuant to an ante-nuptial 
marriage settlement, delivered certain 
securities to trustees with directions to 
deliver certain of them to his fiancee up- 
on the marriage and to hold the remain- 
der on trust to pay the income therefrom 
to her for life upon marriage. The Crown 
charged Connell to tax on the income 
paid to his wife after the marriage pur- 
suant to.such settlement. In allowing 
Connell’s appeal Thorson P. said: 
“When he became the transferor of the 
securities in question he was not a hus- 
band . . . Moreover, the wife did not 
become a transferee of any property from 
her husband. In respect of the [securi- 
ties} that were made subject to the trusts 
of the marriage settlement, they were 
never transferred to her at all but re- 
mained with the trustees.? As for the other 
shares, she became entitled to a transfer of 
them from the trustees immediately af- 
ter the marriage. She thus acquired her 
rights in respect of the shares and the 
income from other securities not as a 
transferee from her husband but by her 
own acquisition of the status of a wife 
and the action of the trustees.” He 
therefore allowed the appeal.® 


2 Italics mine. 


3 On the view taken by Thorson P. of IWTA 
s. 32(2) it is possible that this transaction 
would not even be caught under ITA s. 
21(1) notwithstanding that the new pro- 
vision applies to a transfer of property by 
a person to his spouse or to a person who 
has since become his spouse and although 
effected either directly or indirectly, by 
means of a trust or by any other means 
whatsoever. Where the property is the 
subject of an ante-nuptial marriage settle- 
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This case was thus disposed of on the 
ground that there was no transfer of 
property by a husband to his wife since 
the wife did not acquire the property by 
the husband’s act but rather by reason of 
being married and the consequent action 
of the trustees. But in the italicized 
sentence quoted.above Thorson P. ap- 
pears also to say that in respect of the 
securities charged with a life income in 
favour of the wife there was not any 
transfer of the property to the wife at 
all since the securities remained with the 
trustees. 

But in the later case of Fasken’s Exec- 
utors V. MNR [1948} C.T.C. 265, the 
President of the Exchequer Court took 
a different view. In the Fasken case he 
expressed the opinion that the transfer 
by a husband of an interest-bearing debt 
to trustees on trust to pay the interest 
thereon to his wife for life was a trans- 
fer of property to the wife from which 
income was derived within the meaning 
of the section. However, as the appeal 
was disposed of on other grounds this 
opinion is, strictly speaking, obiter, but 
the President's views are nevertheless 
important. 

In dealing with the question Thorson 
P. pointed out that words in a tax- 
ing Act which do not have a legal or 
technical meaning should be read in the 
sense in which they are ordinarily used 
unless the context otherwise requires, and 


that the word “property” was clearly 


ment, as in the Connell case, it is not trans- 
ferred by a husband to his wife. So Thor- 
son P. decided in the Connell case. But 
neither is it transferred “to a person who 
has since become his spouse”, since she is 
in fact his spouse when the transfer to het 
is completed. It is thus arguable that 
since the transfer is not within the section, 
the question whether it is effected either 
directly or indirectly or by means of a trust 
or otherwise does not arise. There is, of 
course, mo assurance that another Court 
will take this view. 
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wide enough to include the right of Fas- 
ken’s wife to receive a portion of the in- 
terest on the debt coming into the hands 
of the trustees. Of the word ‘transfer’, 
he said: 


The word “transfer” is not a term of art 
and has not a technical meaning. It is 
not necessary to a transfer of property from 
a husband to his wife that it should be 
made in any particular form or that it 
should be made directly. All that is re- 
quited is that the husband should so deal 
with the property as to divest himself of 
it and vest it in his wife, that is to say, 
pass the property from himself to her. The 
means by which he accomplishes this re- 
sult, whether direct or circuitous, may 
properly be called a transfer... 


Moreover, I think that the transferred 
property was property from which income 
was “derived”, meaning thereby the source 
or origin of such income: vide Gilbooly 
v. M.N.R. [1945] C.T.C. 203; Kemp v. 
M.N.R. [1947] C.T.C. 343. If the prop- 
erty that was transferred was the interest 
that Mrs. Fasken received then, of course, 
her husband could not be taxed on it for 
that would be tantamount to making him 
liable on the whole amount of the trans- 
ferred property, instead of only on the in- 
come derived therefrom, as the Act con- 
templates . . . But it was not the interest 
itself that was transferred. There was not 
a fresh transfer of property from .. . Fas- 
ken to his wife in each of the years... 
when she received payments of interest. 
What was transferred was the right to re- 
ceive the interest, not the interest itself, 
and that right could be and was trans- 
ferred only once. The amounts of inter- 
est received by Mrs. Fasken were the fruits 
of such right and could properly be re- 
garded as income derived from it. The 
right was, therefore, property from which 
income was derived. I come to this con- 


clusion notwithstanding the fact that in 
1934 Parliament deemed it desirable to 
add subsec. (4) to sec. 32 [the predecessor 
of ITA s. 23] whereby it was provided 
that a transfer of the right to income 
came within the operation of the section 
even although the ownership of the prop- 
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erty producing such income was not trans- 

ferred... 

This view, it will be observed, does 
not harmonize with that apparently taken 
by the same Judge in the Connell case. 
It may be well therefore to examine in 
more detail the reasoning which led 
Thorson P. to this conclusion in the Fas- 
ken case. 

Two of the authorities cited and ap- 
plied by him in the Fasken case were 
Gilhooly v. MNR, supra, and Kemp v. 
MNR, supra. 


In both these cases (and in the sev- 
eral Australian and South African deci- 
sions cited’therein) the appellants were 
persons entitled to income from a trust 
who claimed the benefit of an exempting 
provision. In the Gilhooly case the 
exempting statute authorized a depletion 
allowance on “income derived from 
mining”; in the Kemp case the stat- 
ute exempted “income derived from 
any bonds of the Dominion issued ex- 


-empt from income tax”; in Syme v. 


Com’r of Taxes [1914} A.C. 1013 (a 
Privy Council decision in an Australian 
case), the statute imposed a lower rate 
of tax on “income derived from personal 
exertion” than on “income from produce 
of property’’. 

In every one of the cases mentioned 
the decision was in favour of the benefi- 
ciary. Thus in the Privy Council case, 
Syme Vv. Com’r of Taxes, where the trus- 
tees of a will carried on certain busi- 
nesses, their Lordships said: 


” ‘What was the produce of personal exer- 
tion in the trustees’ hands till they part 
with it does not, in the instant of trans- 
fer, suffer a change, and become the prod- 
uct of property and not of personal exer- 
tion, as it passes to the hands of the cestus 
que trust. 


And in the Kemp case, Thorson P. said: 
In a taxing Act words must, generally 
speaking, be given their plain and ordinary 
meaning, and, according to such meaning 
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the word “derived” covers a wider field 
than the word “received”, and when ap- 
plied to the word “income” it connotes 
the source or origin of such income 
rather than its immediate receipt. 


The Kemp case, from which this pas- 
sage is taken, is thus one of a long line 
of authorities holding that the source of 
income in the hands of trustees is its 
source in the hands of the beneficiaries of 
the trust. And yet Thorson P., in the 
Fasken case, in reliance on this line of 
authorities, comes to a contrary conclu- 
sion. It is true, of course, that the 
authorities referred to are concerned with 
the construction of the word “derived’’ 
in an exempting provision whilst the 
Fasken case is concerned with its con- 
struction in a charging provision, and 
admittedly the construction of any en- 
actment is governed by its context. There 
is thus another seeming paradox, for in 
the one case the word “derived” is con- 
strued to give an exemption from tax, 
while in the Fasken case a different con- 
struction of the same word results in the 
imposition of a tax upon a person in 
respect of income which he does not 
have, and these results are arrived at not- 
withstanding that the legal presumptions 
are opposed to each of them alike. 


It is true that ITA s. 21(1) speaks 
now of “income from property” and not 
of “income derived from property” as in 
IWTA s. 32(2) which was under con- 
sideration in the Connell and Fasken 
cases. The dropping of the word ‘“‘de- 
rived”, a word which places emphasis on 
the source or origin of the income, thus 
necessarily involves a dropping of that 
emphasis, from which it may be argued 
that even if Thorson P. was wrong in 
the Fasken case because he misconstrued 
the word “derived” in IWTA s. 32(2) 
his view may yet be the correct view of 
ITA s. 21(1) which no longer contains 
the word. Whether this is so or not in- 
volves the construction of the enactment 
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in its entirety and in its proper context in 
the statute. 

Thorson P. has already been quoted 
on the proper way to interpret a taxing 
Act, but here is a further expression on 
the subject by Pollock B., quoted with 
approval by Thorson P. in the Fasken 
case: 

It has often been said by judges of very 
great experience that, in construing acts 
relating to the revenue the popular sense 
of words rather than their strict legal 
meaning should be looked at, and the rea- 
son for that is obvious. The object of 
taxing Acts has nothing to do with the 
strict legal meaning of words, unless the 
words used are words of art, such as words 
which describe an estate in real property, 
or technical terms peculiar to English law 
—Smelting Co. of Australia V. C.LR. 
[1896] 2 QB. 179 at p. 184. 

Now to suggest, as Thorson P. does in 
the Fasken case, that where property is 
transferred to trustees to pay the income 
to a beneficiary there are in fact two 
properties transferred, one, the substan- 
tive property itself and, two, the right to 
the income therefrom, is no doubt an 
admirable instance of the capacity of the 
legal mind to create subtle distinctions, 
but is it construction of words in their 
ordinary and grammatical meaning of 
in their popular sense? Also if in- 
come is the fruit and capital the tree, 
to say that income is the fruit of the 
right to such income is, to say the least, 
an unusual application of a well-known 
analogy. 

Moreover, a consideration of the whole 
statute suggests that in IWTA s. 32(2) 
and in ITA s. 21(1) Parliament's in- 
tention was not that attributed to it in 
the Fasken case. 

The primary rule as to the incidence 
of taxation is that income from property 
shall be charged to the person who re- 
ceives it (ITA ss. 2 and 3). In the case 
of income from trusts and estates the 
general rule is that the beneficiary of the 
trust is chargeable on the income there- 
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from which is payable to him (s. 58 
(5)). From these two rules certain ex- 
ceptions are set out in ss. 21, 22, and 23 
which, it is submitted, represent an in- 
telligible and reasonably complete scheme 
designed to prevent a taxpayer from 
avoiding tax by transferring to another 
person the income from his property for 
some private object of his own whilst 
retaining control over the property it- 
self. 

Parliament has thus created in sections 
21(1), 22(1), 22(2), and 23, the fol- 
lowing exceptions from the general rule: 

1) Where a person transfers proper- 
ty to his spouse or to a child under 19 
he shall nevertheless be chargeable on 
the income from such property, in the 
case of the child until he attains the age 
of 19 (ss. 21(1) and 22(1)). 

2) Where he retains the property but 
transfers the right to the income there- 
from to a person connected with him by 
blood, marriage, or adoption, he shall 
nevertheless be chargeable on the income 
therefrom (though seemingly only the 
income of the year in which the trans- 
fer is made) (s. 23). 

3) Where the property is vested in 
trustees but the settlor retains control 
over its disposition he shall be charge- 
able on the income therefrom (s. 22(2)). 


Thus there are three exceptional cases: 
(1) where there is a transfer of the prop- 
erty; (2) where there is a transfer of 
the right to income from property, and 
(3) where the property is held in 
trust. Where there is an absolute 
transfer of the property the transferee 
must be the spouse of the transferor or 
an infant under 19, that is to say, norm- 
ally a person both dependent upon the 
transferor and particularly close to him. 
Where it is a transfer of the right to in- 
come from property, but not of the prop- 
erty itself, the field of possible transferees 
is widened to include any relative of the 
transferor, that is, someone who may be 
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expected to be close to him. Where it 
is a question of a trust of property, the 
sole criterion is the retention of control 
by the settlor, and it is immaterial who 
the beneficiary of the trust may be. The 
reason for these differences in treatment 
is clear enough upon consideration. 


A transfer of property by one spouse 
to another effects a legal change in own- 
ership but rarely a real change in con- 
trol. Similarly where the transfer is to 
a child under 19. An outright transfer 
of property to a person less intimately 
allied with the owner than his wife or 
child is scarcely likely to be used as a 
means of tax avoidance, at least if the 
transferee has reached the age of discre- 
tion. Consequently ss. 21(1) and 22(1) 
ate limited in application to the instances 
in which the outright transfer of prop- 
erty is likely to be used as a tax avoid- 
ance device. 


A transfer of the right to income from 
property without more does not place the 
owner in jeopardy of losing his property 
and consequently is a tax avoidance de- 
vice mote likely to be used than a transfer 
of the property itself, though, for obvious 
reasons, not indiscriminately.  Accord- 
ingly the field of possible beneficiaries is 
widened to include persons less closely 
related to the transferor. 


A settlement of property in trust on 
conditions preserving control over the 
property to the settlor offers the widest 
scope to tax avoidance without any risk 
to the settlor and there is therefore no 
limitation placed on the class of benefi- 
ciaries. 

If this analysis is correct, then it would 
follow that s. 21(1) is not concerned at 
all with property settled in trust nor 
with transfers of the right to income from 
property, both of which subjects are 
dealt with far more comprehensively in 
s. 22(2) and s. 23. Mr. Justice Thor- 
son’s interpretation of the precursor of 
s. 21(1), however, does make it applic- 
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able to trusts if created by one spouse in 
favour of the other and also to a transfer 
of the right to income. If the learned 
President’s view is right it follows that a 
person who settles property in trust to 
pay the income therefrom to his spouse is 
chargeable on such income under s. 21 
(1) notwithstanding that he does not re- 
tain control over the trust property, as is 
essential under s. 22(2). To this ex- 
tent, therefore, s. 21(1) is, in Thorson 
P.’s view, an exception from s. 22(2), 
notwithstanding that there is no refer- 
ence in the former to property held in 
trust and that he arrives at this conclu- 
sion by the most subtle refinement of 
legal thinking as contrasted with the pop- 
ular sense of the words used. 


Having regard (1) to the object of the 
various sections considered, (2) to the 
rule of strict construction of taxing stat- 
utes, which is particularly applicable to 
a provision which charges a person to tax 
on another’s income, (3) to the rule that 
words in a taxing Act should be con- 
strued in their popular sense, (4) to the 
fact that the Act deals separately with 
transfers of property, transfers of the 
right to income, and property held in 
trust, it is submitted that an irrevocable 
transfer of the right to income from 
property is not a transfer of property 
within the meaning of s. 21(1) and that 
accordingly a person is not chargeable to 
tax under s. 21(1) on income from 
property which he has transferred in trust 
to trustees to pay the income therefrom 
to his spouse. 


[1950] 


A transfer of property to trustees by 
one spouse in trust to pay the income 
therefrom to the other would, however, 
be caught under s. 22(2) if the husband 
retains control over the trust property 
within the language of that section. 

It would also be caught by s. 16(1) 
which provides that a payment or transfer 
of money, rights or things made pursuant 
to the direction of, or with the concur- 
rence of, a taxpayer to some other person 
for the benefit of the taxpayer or as a 
benefit that the taxpayer desired to have 
conferred on the other person shall be in- 
cluded in computing the taxpayer's in- 
come to the extent that it would be if the 
payment or transfer had been made to 
him. A payment of income from property 
transferred by a husband to trustees in 
trust to pay the income therefrom to his 
wife is no doubt a payment of money 
made pursuant to the direction of the 
husband as a benefit that he desired to 
have conferred on the wife. 

One wonders, however, if a transfer of 
property by a husband to trustees on trust 
to receive the income therefrom and to 
deal with it as may be directed by the 
settlor’s wife from time to time would 
be caught by s. 16(1). In such a case, 
if the wife directs payment of the income 
to herself, is the money not paid pur- 
suant to her direction? The husband's 
concurrence therein is not called for, and 
the money is paid to the wife (is it not?) 
as a benefit that she desired to confer on 
herself, rather than as a benefit that the 
husband desired to confer on her. 
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EXCERPTS FROM MR. ABBOTT’S BUDGET SPEECH 
OF MARCH 28, 1950 


With regard to the Income Tax Act, 
no changes are being recommended in 
the rate structure. However, I am pro- 
posing certain amendments which will be 
of specialized but fairly widespread in- 
terest. 


Last year we made some changes in 
the corporate tax structure, including a 
reduction of 10% in the tax on the first 
$10,000 of profit of corporations. This 
tax abatement was intended to allow 
the small businessman to retain a larger 
proportion of his profits for growth. It 
was necessary, in order to confine the 
benefits to those who were intended to 
receive it, to allow only one corporation 
in a group of related corporations to 
secure the lower rate. At the time of 
the last budget and since, I have receiv- 
ed many representations on this point, 
and I have given careful study to the 
suggestions which have been made for 
a less rigid limitation. Under the law as 
introduced last year companies are re- 
lated if one controls another or is con- 
trolled by another, or if they are subject 
to common control. It is proposed that 
these provisions be relaxed in order to 
relieve particularly the cases where there 
is a substantial minority interest in the 
corporation. Under the new proposal, 
mere control will not be the criterion. I 
think it will achieve our original inten- 
tion if some higher percentage of owner- 
ship is adopted in defining what we mean 
by related companies. It is proposed that 
companies shall not be deemed to be re- 
lated companies unless there is related 
ownership of common stock to the ex- 
tent of 70% or more. This, I believe, 


will allow a wider group to obtain the 
preferred rate on the first $10,000 of 
profit, and will take care of most of the 
reasonable complaints against the law as 
passed last year. 


Last year parliament approved a new 
system for depreciation allowances. Fol- 
lowing considerable discussion in the 
house it was agreed to allow farmers and 
fishermen to continue under the old sys- 
tem. I expressed the opinion at that time 
that farmers would probably be better off 
under the new system than under the 
old. Apparently after having studied the 
new system many farmers are now in- 
clined to agree with that view. Accord- 
ingly it is proposed to give farmers and 
fishermen the option of adopting the new 
system. It will, of course, have to be 
provided that once a taxpayer elects to 
adopt the new system it will not be per- 
missible to revert to the old system. 

The special write-off privilege for ex- 
ploration and prospecting expenses in the 
oil and mining industries should, we sug- 
gest, be extended by adding a further 
year to the present periods provided in 
the law. It is also proposed to repeal the 
provision in our law which imposes a 
corporation tax on the income received 
by a trustee for holders of oil royalties. 


During the past year there has been 
considerable uncertainty in the mining 
industry with regard to the position of 
prospectors and those who are engaged 
in developing our mineral resources. 
From the early forties onward, it has 
been the practice to interpret the law as 
not subjecting to tax gains made by bona 
fide prospectors and developers in dis- 
covering and proving up mining prop- 
erties. As the house knows, our Income 
Tax Act was completely rewritten, and 
the new Act has been in force since the 
beginning of 1949. The new Act con- 
tains no clear-cut authority for the prac- 
tice which has been followed during the 
past decade. The position under the law 
of these important groups should be 
clarified, and we are proposing this year 
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to introduce an amendment which should 
allay the fears of many who have in re- 
cent months been concerned about this 
matter. 


Perhaps I might also take this oppor- 
tunity, in view of recent public interest 
in the question, to assure the house that 
it is not the policy of the government to 
tax capital gains. Under any income tax 
law there is always a very difficult prob- 
lem in drawing a line between gains 
which are profits from carrying on a 
trade or business and those which are 
not. To my knowledge no tax legisla- 
tion has ever been passed in any country 
that has removed all doubts on this score. 
In England, where our basis of income 
tax had its origin, the matter has been 
settled almost entirely by the courts, tak- 
ing into account the facts in each indi- 
vidual case. Much as I would like to 
introduce greater certainty, I do not be- 
lieve that it can be done satisfactorily by 
legislation. | We now have a readily 
available income tax appeal board that 
has been set up to determine questions of 
this sort. I might add that, in order to 
facilitate the appeal procedure, it is now 
proposed to allow members of the board 
to hear cases individually, and also to al- 
low the taxpayer, if he wishes, to go di- 
rect to the Exchequer Court instead of 
being required to proceed first to the 
tax appeal board. 


In the budget of last March I an- 
nounced that I had been considering fur- 
ther legislation to deal with the position 
of closely-held companies where their 
growth had been financed out of retained 
profits. I now have definite proposals 
which will be placed before the house for 
consideration. The new sections are 
bound to be complicated, and I hesitate 
to attempt to summarize them. I should, 
however, mention a few of the main fea- 
tures, with the warning that what I say 
cannot cover all the provisions which will 
have to be in the law. 


[1950] 


Generally speaking, I propose to deal 
with the surpluses accumulated up to the 
end of 1949 in much the same way as 
surpluses up to the end of 1939 were 
dealt with in accordance with the recom- 
mendations of the Ives commission. This 
earlier legislation provided for a tax pay- 
able by the corporation, graduated, how- 
ever, according to amounts receivable by 
individual shareholders. In the legis- 
lation now proposed, closely-held corpor- 
ations may elect to pay a tax on undis- 
tributed income on hand at a flat rate 
of 15%. This change will remove 
many of the troublesome problems en- 
countered under the earlier legislation. 


If the proposed legislation did no 
more than take care of past surpluses, a 
new problem with respect to the future 
would immediately start developing. I 
think it desirable, therefore, that the 
present legislation should provide a 
comprehensive solution to the problem 
as a whole rather than merely deal in ad 
hoc fashion with the past. 


The Ives commission made a recom- 
mendation in respect of surpluses accru- 
ing after 1939 under which a proportion 
of annual profits might be retained by 
closely-held companies and be entirely 
free from personal income tax upon sub- 
sequent distribution. | We have been 
giving a great deal of thought to this pro- 
posal but we feel that we cannot go quite 
as far as that recommendation. Under 
the proposals which we are recommend- 
ing, a closely-held company may, to the 
extent that it pays out earnings in divi- 
dends, earn the right to capitalize an 
equivalent amount upon payment of a 
special tax of 15%. It appeals to me 


as sensible to encourage these family 
corporations to pay reasonable dividends 
while at the same time making it possible 
for them to retain profits essential for 
growth and expansion without imposing 
on shareholders an almost impossible 
potential tax burden. 
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There will be proposed a number of 


other amendments of a technical charac- 
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ter, but I need not burden the house with 
an’ attempt to explain them at this stage. 


No Tax on Capital Gains? 


MR. ABBOTT'S STATEMENT IN HIS BUD- 
get address that it is not the policy 
of the Government to tax capital gains 
may reassure those who were con- 
cerned about that possibility. In our 
opinion, however, his statement does not 
make the situation any different than it 
was before. Indeed the Minister him- 
self said that much as he would like to 
introduce greater certainty on the ques- 
tion it could not be done by amending 
the law, and that the problem would have 
to remain with the Courts. 

The week preceding the Budget ad- 
dress witnessed a considerable newspaper 
contretemps on the subject. One of the 
Toronto dailies even displayed a stream- 
er headline declaring that capital gains 
were now being taxed. In the days fol- 
lowing, the news columns, the financial 
pages and finally even the editorial pages 
of the Toronto press were filled with 
special despatches from Ottawa corres- 
pondents, articles by financial editors, and 
comments by our brother editorial pun- 
dits, either substantiating or denying the 
charge. 

There has never, we believe, been any 
doubt that the present Income Tax Act 


almost certainly broadened the field of 
taxation. (See The Canadian Chartered 
Accountant, September 1948 at p. 152.) 
For while the former Act merely taxed 
the profits from a trade, manufacture or 
business, which appeared to necessitate a 
habitual activity, the new Act eliminated 
the requirement of habitual activity by 
defining the word “business” as includ- 
ing “‘a profession, calling, trade, manu- 
facture or undertaking of any kind what- 
soever and . . . an adventure or concern 
in the nature of trade’. Thus, there is 
no doubt now that a gain made from an 
isolated transaction is not necessarily ex- 
cluded from taxation. Mr. Abbott's 
statement in the House does nothing to 
change this. 

But while this is so, those who are 
fearful of what lies ahead may derive 
some assurance from the requirement 
that the isolated adventure or concern 
must be in the nature of trade, and there 
is more than ample case law to exclude 
from that description a transaction which 
is no more than the mere purchase and 
re-sale of property and which partakes in 
no other respect of any of the qualities of 
trade or business.—M.P. 


A NEW NOVUM ORGANUM 


An editorial colleague has just called us in high glee. 


He telephoned a friend who works in the Income Tax Office and asked who would 
be the best person to explain a paragraph in the new depreciation regulations of the 


Income Tax Act. 


The instant reply was: “Einstein!” —- From Napier Moore’s “Scratch Pad”, The 
Financial Post, February, 18, 1950 
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RECENT TAX CASES 


Daley v. Minister of National Revenue’ 
(Income Tax Appeal Board, Hon. R. T. Graham, Chairman, F. Monet Esq., K.C. 
and W. S. Fisher Esq., K.C., January 26, 1950) 
Income Tax — Fee for admission to Bar — Capital expenditure — Non-deduct- 
ible — Not expense of trade or occupation — IWTA s. 6(1)(a) and (b) 


Daley, a member of the Nova Scotia 
Bar, was admitted to the Ontario Bar 
in 1946 upon payment of a fee of $1,- 
500. In his income tax return for 1946 
he claimed a deduction of one-third of 
this sum, viz., $500, which claim was re- 
jected by the Minister on the ground that 
the fee paid was a capital expenditure 
and prohibited from deduction by IWTA 
s. 6(1)(b). Daley appealed. 

Held, dismissing his appeal, the fee of 
$1500 was made once and for all and 
to create a lasting advantage for appel- 
lant; it was made to acquire a privilege, 
namely the right to practise law in On- 
tario, and is distinguishable from an- 


nual bar fees paid after it has been ac- 
quired to be able to exercise it: Bond v. 
MNR; Rutherford .v. MNR_ [1946] 
C.T.C. 281, 293, distinguished. It was 
accordingly an expenditure on account 
of capital and not deductible. Further, 
it was not laid out in the process of earn- 
ing his income, i.e., in the practice of 
law, but to acquire the right to practise; 
and therefore it was not outside the pro- 
hibition of IWTA s. 6(1)(a), which 
prohibits expenditures not wholly, exclu- 
sively and necessarily made for the pur- 
pose of earning the income: Dom. Na- 
tural Gas Co. v. MNR [1941] S.CR. 
19, applied. 

Appeal dismissed 


Williamson v. Minister of National Revenue? 
(Income Tax Appeal Board, Hon. R. T. Graham, Chairman, F. Monet Esq., K.C. 
and W. S. Fisher Esq., K.C., January 26, 1950) 
Income Tax — Chief occupation — Ministerial determination — Civil servant 


publishing book — Whether separate business venture — Review of Minister's 
determination — IWTA (1946) s. 10 


In 1946 Williamson, who held a de- 
gree in political economy, was employed 
by a british Government Mission in Ot- 
tawa. In that year he published a book 
on political economy at an expenditure 
of some $1600 and his receipts from the 
sale of the book were $180. In his 
tax return for 1946 he included the re- 
ceipts from the sale of his book and 


tReported in full [1950] T.A.B.C. 364 


claimed to deduct the amount expended 
on its publ..ation. The Minister exer- 
cised his authority under IWTA s. 10(2) 
and determined that the chief occupa- 
tion of Williamson was that of an em- 
ployee of a British Government Mission, 
and assessed him to tax on the amount of 
his remuneration therefrom, excluding 
the receipts from the sale of the book 


2Reported in full [1950] T.A.B.C. 369 
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and at the same time disallowing the ex- 
penditure on its publication as a deduc- 
tion. IWTAs. 10 provides: 


(1) In any case the income of a taxpayer 
shall be deemed to be not less than 
the income derived from his chief 
Position, occupation, trade, business 
or calling. 
Where a taxpayer has income from 
more than one source by virtue of 
filling or exercising more than one 
position, occupation, trade, business 
or calling, the Minister shall have 
full power to determine which one 
or more, or which combination 
thereof shall, for the purpose of this 
Act, constitute the taxpayer’s chief 
position, occupation, trade, business 
or calling, and the income therefrom 
shall be taxed accordingly. 
(3) The determination of the Minister 
exercised pursuant hereto shall be 
final and conclusive. 


(2) 


Williamson appealed, contending that his 
profession was that of economist and 
administrator and that his employment 
in the British civil service and in the 
publication of the book arose from the 
practice of a single occupation, to wit, 
that of economist and administrator. 


Held, the appeal must be dismissed. Ap- 
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pellant’s income represented by salary 
was attached to his employment as a civil 
servant, and the publication of the book 
was a separate business venture in no way 
attached to his employment as a civil 
servant. Inasmuch as the determination 
of the Minister under s. 10 is final and 
conclusive the Court has no jurisdiction 
to review the exercise of that power be- 
yond deciding whether the Minister's de- 
termination has been exercised ‘“‘pursu- 
ant to” the provisions of the section, i.e., 
in this case, whether appellant has in- 
come from exercising more than one “‘oc- 
cupation, trade, business or calling” (s. 
10(2)). The words quoted are to be in- 
terpreted in their ordinary meaning and 
are wide enough to cover the business 
venture of the publication of the book. 
The Minister did not, and is under no 
duty to, declare the particular ‘“‘occupa- 
tion, trade, business or calling” from 
which he considered the secondary in- 
come to be derived, but it is obvious that 
it was that of an author, writer for pub- 
lication, or economist, all of which are 
embraced in the above quoted words of 
s. 10(2). 

Appeal dismissed 


Bergh v. Minister of National Revenue’ 
(Income Tax Appeal Board, Hon. R. T. Graham, Chairman, F. Monet Esq., K.C. 
and W. S. Fisher Esq., K.C., January 12, 1950) 


Income Tax — Husband and wife — Lump sum maintenance — Order of Court 
by consent — Nature of payment — Deduction of — IWTA (1946) s. 5(1)(t) 


Following the grant of a decree abso- 
lute of divorce by the Supreme Court of 
British Columbia, the wife petitioned the 
Court for an order directing the husband, 
Bergh, to pay her by way of permanent 
alimony the sum of $150 per month or, 
alternatively, a lump sum of $5,000. The 





1Reported in full [1950] T.A.B.C. 333 


husband having consented to payment of 
a lump sum, the Court ordered the hus- 
band to pay the wife the sum of $4,500 
and costs “in full satisfaction of all 
claims, rights and demands of the peti- 
tioner by way of alimony or maintenance 
or otherwise’. Pursuant to the order 


Bergh paid his former wife the sum of 
$4500 plus $460 costs, and in his tax 
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return for 1946 claimed a deduction of 
the whole amount under IWTA s. 5(1) 
(t), which provides that “ ‘Income’. . . 
shall for the purposes of this Act be sub- 
ject to the following . . . deductions:— 

(t) an amount paid by the taxpayer pur- 

suant to a decree, order or judgment 
of a competent tribunal in an action 
or proceeding for divorce or judicial 
separation or pursuant to a separa- 
tion agreement as alimony or other 
allowance for the maintenance of the 
recipient thereof or the children of 
the marriage .. .” 

The Minister disallowed the deduction 
claimed on the ground that the payment 
was a division of joint property rather 
than a payment for alimony or mainten- 
ance. Bergh appealed (later abandoning 
his claim in respect of the $460 costs 
paid to his former wife). 


Held, while the Supreme Court of British 





[1950] 


Columbia had no statutory authority to 
order a husband to pay a lump sum in 
satisfaction of future maintenance (see 
the Divorce and Matrimonial Causes Act, 
R.S.B.C. 1948, c. 97, s. 17), consent or- 
ders to that effect have occasionally been 
granted, as in this case. Inasmuch as the 
order was made by a court of competent 
jurisdiction it must be assumed by the 
Board to be in full force and effect, and 
while the lump sum payment made can- 
not properly be described as “permanent 
alimony” it was in fact a payment made 
for the future maintenance of the former 
wife and therefore within the language 
of IWTA s. 5(1)(t). 

Appeal allowed 
Editor’s Note: Under the Income Tax Act, 
1948, c. 52, applicable to the 1949 and sub- 
sequent taxation years, alimony and mainten- 


ance payments are deductible by the payor 
only if “payable on a periodic basis”. 


Graham and Vick Ltd. v. Minister of National Revenue’ 


(Income Tax Appeal Board, Hon. R. T. Graham, Chairman, F. Monet Esq., K.C. 
and W. S. Fisher Esq., K.C., January 26, 1950) 


Income Tax — Conversion of leased premises — Whether capital expenditure — 
Whether trading expense — IWTA s. 6(1)(a), (b), and (n) 


Appellants, a retail haberdashery com- 
pany, took a monthly lease on certain 
premises which they wished to operate as 
a shop. The premises had previously 
been occupied as an insurance office, and 
appellants expended some $4500 in 1946 
in putting in new floors, shifting col- 
umns, constructing new partitions, re- 
wiring, with a view to making the pre- 
mises suitable to their purpose. In their 
tax return for 1946 appellants claimed a 
deduction of the whole sum as being ex- 
pended wholly, exclusively and neces- 
sarily for the purpose of earning the in- 
come, and therefore not prohibited from 


4Reported in full [1950] T.A.B.C. 343 


deduction by IWTA s. 6 (1)(a). The 
Minister disallowed the claim, on the 
ground that the expenditure was on ac- 
count of capital and therefore prohibited 
from deduction by IWTA s. 6(1)(b), 
but he did allow appellants a deduction 
of $1500 (i.e., one-third of the expen- 
diture) as an allowance for depreciation 
pursuant to IWTA s. 6(1)(m). Appel- 
lants appealed against his disallowance 
of the remainder of the expenditure. 

Held, dismissing their appeal, the work 
done was not ordinary maintenance of 
minor repairs but a complete reconver- 
sion; and the expenses thereof were ac- 
cordingly incurred once and for all and 


—— 
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to create a lasting advantage, and were 
therefore on account of capital and 
prohibited from deduction. Also, the 
expenses were laid out anterior to the be- 
ginning of the operations which were 
necessary to earn appellants’ income; that 


REVIEW 07 
is, they were not laid out in the process 
of earning the income, and accordingly 
were not outside the prohibition of 
IWTA s. 6(1)(a). [Dom. Natural Gas 
Co. v. MNR [1941] S.C.R. 19, applied]. 

Appeal dismissed 


MacFarlane v. Minister of National Revenue’ 


(Income Tax Appeal Board, Hon. R. T. Graham, Chairman, F. Monet Esq., K.C., 
and W.S. Fisher Esq., K.C., January 17, 1950) 
Income Tax — Husband and Wife — Alimony and Maintenance — Separation 


Agreement — Maintenance payments for benefit of children only — Not income 
to wife—IWTA s. 3(1)(h) and 5(1)(t) 


By a separation agreement between ap- 
pellant and her husband appellant was 
given custody of the two infant children 
of the marriage and the husband under- 
took to pay her “for the benefit of the 
said children” certain sums monthly. The 
wife received sums totalling $775 during 
1946 pursuant to the above provision, 
and she was assessed to income tax there- 
on. She appealed. 

IWTA s. 3(1) (h) provides: 

For the purposes of this Act, ‘income’ 
means 
(h) any amount received pursuant to 
a... separation agreement as ali- 
mony or other allowance for the 
maintenance of the recipient there- 
of and the children of the mar- 
riage, if any... 
Held, allowing the appeal, s. 3(1) (h) 
above cited only applies where the wife 
receives something for her own main- 
tenance, and not to a case such as this 
where she receives money solely for the 
benefit of her children. 

It would be going too far . . . to in- 

terpret this section as permitting the wife 


1Reported in full [1950] T.A.B.C. 291 


to be taxed on an amount in which she 
has no beneficial interest and which she 
draws only for the benefit of her chil- 
dren. 


Furthermore, in dealing with the de- 
duction of alimony and maintenance pay- 
ments by the payor (IWTA s. 5(1) (t)) 
Parliament has expressly made deductible 
“an amount paid ... for the mainten- 
ance of the recipient thereof or the chil- 
dren of the marriage”. The use of the 
word “or” here instead of “‘and” as in 
s. 3(1)(h) clearly indicates that Parlia- 
ment did not intend payments received by 
a mother for the benefit of her children 
exclusively to be considered as income 
of the mother. 


Per Mr. Fisher: Sec. 3(1)(h) must 
be strictly construed under the well- 
known rule now long-established in a 
lengthy series of cases regarding the 
interpretation and construction of laws 
which impose a tax upon the subject. I 
am, therefore of the opinion that this 
is not a case in which the word “and” 
. - could be read as the word “‘or”. 
Appeal allowed 
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Brown (D.T.) v. Minister of National Revenue’ 


(Income Tax Appeal Board, Hon. R. T. Graham, Chairman, F. Monet Esq., K.C. 
and W. S. Fisher Esq., K.C., January 10, 1950) 


Income Tax — Individual on salary — Expenses laid out to earn income — 

Whether personal or living expenses — Depreciation allowances — Ministerial 

discretion — Exercise on erroneous principles — Remission to Minister — Form 
of order — IWTA (1946) ss. 5(1)(n), 6(1)(f) and (n) 


In 1946, Brown, a radio and air tech- 
nician, was employed on salary on two 
jobs, the first in Alberta and the other in 
the Northwest Territory. He claimed 
the following deductions in his income 
tax return for the year: 

(a) certain unreceipted medical expenses 
incurred in 1941 and paid in 1946; 

(b) certain telephone, transportation, ho- 
tel and advertising expenses incurred in 
1946 while he was seeking employment; 
(c) the total cost, being 100% depre- 
ciation, of warm clothing for wear in 
the far north where he was employed; 
(d) the expense of storing his tools, of 
subscribing to certain magazines, and $1 
paid for an Alberta tradesman’s licence 
which was required by law to enable him 
to carry on his trade in Alberta; 

(e) 20% depreciation allowance on tools 
valued at $500 acquired between 1942 
and 1946. It was not clear from the ev- 
idence to what extent, if at all, Brown 
used these tools on the two jobs he had 
in 1946. : 

The claim for medical expenses was 
disallowed because they were not incur- 
red as well as paid in 1946 as required 
by IWTA s. 5(1)(n); the claim for de- 
preciation allowance on the tools on the 
ground that appellant worked for a fixed 
salary; and this and the remaining ex- 
penses claimed on the ground that they 
were personal or living expenses and not 
allowable in virtue of IWTA s. 6(1) (f). 
Brown appealed. 


1Reported in full [1950] T.A.B.C. 373 


Held: (a) The medical expenses were not 
allowable under s. 5(1) (nm), not having 
been incurred in the year in which they 
were paid or within a twelve month per- 
iod ending in thé taxation year, and not 
being receipted for. 

(b) The expenses listed in item (b) 
were not deductible as expenses laid 
out or expended wholly, exclusively and 
necessarily for the purpose of earning 
the income, but, on the contrary, were 
incurred while seeking employment and 
were rightly disallowed as being personal 
and living expenses of appellant. 

(c) The clothes bought by appellant 
not being of a special type to enable 
him to perform work of a specific 
nature but merely desired for great- 
er warmth in a cold climate, the cost 
thereof must be disallowed as being a 
personal expense. 

(d) The cost of storing tools and 
purchasing magazines was also per- 
sonal and non-deductible, but the li- 
cence fee of $1, being a necessary ex- 
pense to enable appellant to carry on his 
trade: in Alberta, was deductible: Bond v. 
MNR [1946] C.T.C. 281; Rutherford v. 
MNR [1946] C.T.C. 292; Cooper v. 
MNR, [1949], C.T.C. 146, Tax Rev. 
102, followed. 

(e) In denying appellant a depreciation 
allowance on his tools on the ground that 
he was working for a fixed salary the 
Minister exercised his discretion under 
IWTA s. 6(1) (nm) on an erroneous prin- 
ciple: see Bond v. MNR and Rutherford 
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v. MNR, supra; Anger v. MNR, [1949], 
T.A.B.C. 163, Tax Rev. 134; Fraser v. 
MNR, [1949], A.C. 24, Tax Rev. 9; Mc- 
Cool Ltd. v. MNR (Can. S.C.) [1950] 
Tax Rev. 21. Inasmuch as this issue has 
been fought out before the Court the 
matter should be remitted to the Minister 
with instructions to grant an allowance 
on the tools used by the appellant in his 
trade at the rate and for the amount gen- 
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erally allowed on capital assets of that 
nature: Anger v. MNR, supra, followed. 
Mr. Fisher, having in mind the doubt 
arising from the evidence as to the use 
made by appellant of his tools in 1946, 
dissented on this last point, and would 
merely remit the question of deprecia- 
tion to the Minister for a further exercise 

of his discretion. 
Appeal allowed in part 


Brown (W.G.) v. Minister of National Revenue’ 


(Income Tax Appeal Board, Hon. R. T. Graham, Chairman, F. Monet Esq., K.C. 
and W. S. Fisher Esq., K.C., February 21, 1950) 


Income Tax — “Business” — Meaning of — Packing house employee trading 
in eggs — Whether business — Finding of fact 


Brown, an employee of a packing com- 
pany in charge of the receiving and ship- 
ping of eggs, received certain sums in the 
years 1943, 1945, and 1946, by way of 
commissions from a broker on certain 
private transactions in the egg market 
and from dealings in the wholesale sale 
and purchase of eggs. In 1943 he re- 
ceived $500 from his broker by way of 
commissions on such transactions; in 
1945 he made 17 purchases and 18 sales 
of frozen eggs through his broker, real- 
izing a profit of $465; in 1946 he made 
45 purchases and 33 sales of frozen eggs 
at a profit of $4,114 and also drew 
$1,198 from the broker as commissions 
on sales made for his benefit. He did 


not include the amounts so received in 
1946 in his income tax return for such 
year, on the ground that they constituted 
capital gains, but the Minister assessed 
him to tax thereon. Brown appealed. 


Held, it is solely a question of fact 
1Reported in full [1950] T.A.B.C. 461 


whether or not a person carries on a 
business or is engaged in the carrying on 
of operations for the purpose of making 
a profit; and on the facts here it must 
be found that appellant purchased the 
products in question in 1946 with the 
fixed intention of re-selling them at a 
profit and that his purchases and sales 
clearly indicate that he was engaged in 
carrying on a business or operations 
whose purpose obviously was to make a 
profit, and which profit is therefore 
chargeable as income. 


[Californian Cupper Syndicate v. Harris, 
5 T.C. 159 at p. 165; C.I.R. v. Rees 
Roturbo Development Syndicate Ltd. 
{1928} A.C. 132; Argue v. MNR 
{1948} S.C.R. 465; Morrison v. MNR 
{1928} Ex. C.R. 75; Martin v. MNR 
[1948] C.T.C. 189; Economic Invest- 
ment Trust Co. v. MNR [1946} C.T.C. 
142; Erichsen v. Last (1881) 4 T.C. 423, 
applied. } 

Appeal dismissed 
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Hunter et al. v. Minister of National Revenue’ 


(Income Tax Appeal Board, Hon. R. T. Graham, Chairman, and F. Monet Esq., K.C., 
February 21, 1950) 


Income Tax — Determination of tax by Minister — Comparative statements of 
income — Appeal — Onus — IWTA s. 47 


Appellants, who farmed in partner- 
ship, appealed from their individual in- 
come tax assessments for 1946, which 
had been made by the Minister under 
IWTA s. 47 upon comparative statements 
of the financial positions of each appel- 
lant at the end of 1941 and of 1946, 
which were prepared by tax officials from 
information obtained from appellants. 
The appellants endeavoured to establish 
that in addition to the property shown 
on the statements as owned by them at 
the end of 1941 they also had $3,200 
cash on hand at such time, but there was 
no material evidence in support of their 
oral testimony as to such fact, and they 
gave little or no evidence as to the amount 
of cash which they had on hand at the 
end of 1946. They also objected to the 


amount shown on the comparative state- 
ments as their personal drawings and 
gave evidence as to their practice of thrift 
and self-denial. 


Held, dismissing their appeals, the ap- 
pellants had not satisfied the onus which 
lay upon them of showing affirmatively 
that the computation of income by the 
Minister was incorrect. ‘Their evidence 
was uncertain and unreliable, and in any 
event it was not sufficient to show that 
they had an additional amount of cash on 
hand at the commencement of the period 
unless they also showed the amount of 
cash they had on hand at the close of the 
period, as to which there was no evi- 
dence. 

Appeals dismissed 


Berry v. Minister of National Revenue? 


(Income Tax Appeal Board, Hon. R. T. Graham, Chairman, and F. Monet Esq., K.C., 
February 21, 1950) 
Income Tax — Determination of tax by Minister — ‘‘Net Worth” statement — 


Cash basis — Value of property on hand — Whether relevant to determination— 
Onus of proof — IWTA s. 47 


Berry, a farmer, appealed from his 
income tax assessment for 1946 which 
had been made by the Minister under 
IWTA s. 47 upon the strength of infor- 
mation contained in a statement called 
a “Net Worth” statement prepared by 
tax officials from information obtained 
from Berry covering the period 1941 to 
1946 inclusive. Berry contended that the 
statement of his assets at the commence- 
ment of such period should have included 
a large quantity of wheat grown in prior 


1Reported in full [1950] T.A.B.C. 442 


years but not sold until 1941 and a num- 
ber of cattle and hogs which he owned 
on January 1, 1941. He also objected 
to the amount of $1200 per year shown 
on the statement as his cost of living for 
the year 1946. 

Held, dismissing his appeal, inasmuch as 
appellant computed his income on a cash 
basis as distinct from an accrual basis, 
the value of his wheat on hand at the 
commencement of the period was irrele- 
vant in the computation of his income; 


2Reported in full [1950] T.A.B.C. 455 
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[1950] 


the wheat only became income when it 
was translated into cash by its sale in 
1941. The term “Net Worth” statement 
used by the Minister was a misnomer, 
but the information contained therein 
was correct and resulted in a true state- 
ment of the net income of appellant over 
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the period in question. As to the amount 
of appellant’s cost of living for 1946 
he had not satisfied the onus of estab- 
lishing that the assessment was wrong 
in fact, as required where the assessment 
is made pursuant to IWTA s. 47. 
Appeal dismissed 


QUEBEC CORPORATION TAX ACT 
Order in Council No. 204, February 22, 1950 


(From the Director of the Quebec Corporation Tax Service) 


Whereas under s. 32(a) of 11 Geo. VI, 
c. 33, the Lieutenant-Governor in Council may 
make regulations to determine the part of the 
paid-up capital, capital stock, gross revenue 
and net revenue which will serve as a basis 
for the computation of the taxes imposed by 
this Act, in the case of companies transacting 
business both in Quebec and elsewhere; 

Whereas it is deemed expedient and in the 
interest of the Province to determine the man- 
ner in which sales made by a company, having 
its head office outside of Canada, but having 
in Quebec its principal place of business for 
its business transacted in Canada, should be 
treated in determining the taxes imposed un- 
der the Corporation Tax Act; 

Wherefore, it is ordered, upon the recom- 
mendation of the Honourable the Provincial 
Treasurer; 


That, in the computation of the amount of 
the tax payable in virtue of the Corporation 
Tax Act, the following rule be followed:— 

“In computing the tax on capital, sales 

made by any company, as contemplated by 
this Act, having its head office outside of 
Canada but having in Quebec its principal 
place of business for its business transacted 
in Canada, to purchasers residing in an- 
other Province of Canada, shall be consid- 
ered as having been made in Quebec, un- 
less the company pays to such other Prov- 
ince taxes upon capital. In computing the 
tax based on profits, sales made by any 
company, as aforesaid, shall be considered 
as having been made in Quebec, unless the 
company pays to such other Province taxes 
upon its profits.” 


The whole to take effect as from January 1, 
1947. 


INTELLIGENT ANTICIPATION 


Letter from Accountant to the Revenue:— 

“Re X.Y.Z. We have not yet seen an Income Tax notice of assessment made upon 
our client for 1949/50. We presume a notice has been issued, and perhaps you will be 
good enough to take this letter as formal notice of objection to such assessment, on the 
grounds that it is excessive.” — Taxes, the publication of the Inland Revenue Staff Federation, 
London. 
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